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In recent years, banking and other financial services in Paraguay have grown at a startling rate.
According to a lengthy report by the prestigious daily newspaper ABC Color, based in Asuncion,
nearly 100 banks and financial institutions are now operating in Paraguay, giving the country an
unusually high concentration of financial services relative to the nation's population. Paraguay
now has one financial institution for every 47,000 inhabitants, compared with one institution for
every 625,000 inhabitants in neighboring Argentina, which is considered the "financial capital" of
the Southern Cone. In the advanced industrialized countries, the ratio on average is one financial
institution for every 500,000 people. In fact, the number of financial organizations is growing
so rapidly in Paraguay that in November the Central Bank raised the minimum level of capital
necessary to open a new operation from US$1.5 million to US$3 million to protect consumer
interests. And, in 1995, the minimum capital necessary will be increased again to US$5 million.
According to ABC Color, the expansion of financial services is inexplicable, since there has not been
a corresponding increase in investments and economic activity in the country. Indeed, despite the
proliferation of competing institutions, interest rates remain very high, and the requirements for
loans by most lending institutions remain as rigid as before the boom in services began. Moreover,
the local stock market is still in its formative stages, and most flourishing businesses have yet
to begin offering their stock on the exchange. As a result, suspicion is growing that the boom in
financial services reflects an increase in drug-related money laundering operations in Paraguay.
"Paraguay an industrially backward country whose stock market is still in its infant stages has one
financial institution for every 47,000 people," read the ABC Color report. "The figures escape all
economic logic. The phantom of narco-dollars stands out as the only possible explanation." Indeed,
since October, when the head of Paraguay's anti- drug agency (Servicio Nacional Antidrogas,
SENAD), Gen. Ramon Rosa Rodriguez, was assassinated in a drug-related incident, speculation
has raged over rampant drug trafficking activities in the country (NotiSur, 10/28/94 and 11/18/94).
[Sources: Agence France- Presse, 11/18/94, 12/26/94; New York Times, 01/07/95]
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